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FINANCIAL HIGHLIGHTS

SEGA CORPORATION and Consolidated Subsidiaries

For the years ended March 31, 1998, 1999, 2000, 2007 and 2002 and the six months ended September 30, 2002
Millions of yen
1998.3 1999.3 20003 20013 2002.3 2002.9
{Unaudited)
For the Year/Period:
Net sales:
Amusement Maching Sales .......c.cocvivcrieiovioeeicceiernans ¥122,627 ¥ 88372 ¥73654 ¥52503 ¥ 52664 ¥30,250
Amusement center operations 94,521 93,128 79,212 74,657 68,534 34,904
CoNSUMET BUSINESS.......voves oo 114,457 84,694 186,189 115,753 85,136 23,990
TOMAl .o, ¥331605  ¥266,194  ¥339.055  ¥242913  ¥206,334 ¥95,144
COStOf SAlES ..., ¥7270,710  ¥201819  ¥290492  ¥218235  ¥144,717 ¥68,663
(Gross profit 60,895 64,375 48,563 24,678 61,617 26,481
Selling, general and administrative eXpenses............. 74,862 62,287 88,917 76,697 47,416 21,874
Operating income (10SS}..........occovoriovivii e (13,967) 2,088 (40,354} (52,019) 14,201 4,607
Net income (108S)...o..ovvoveoeroeeeeeoeee e (35,635) (42,881) (42,880) {51,730} (17,829} 1,015
At Year/Period-End:
Total @SSEES .. oov oo ¥368,953  ¥425614  ¥375341  ¥284466  ¥243910 ¥223574
Total shareholders” equity.......ccocooviiicic i, 122,047 80,641 80,725 91,687 83,570 89,126
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To Our Stakeholders |

/T
el Sate \

; \\ T
We are pleased to present this report on SEGA CORPORATION's results for thes\i thx«m period ended September

xmon

30, 2002. Consolidated net sales for the interim period were ¥35.1 billion ($775.\7\mr lion) and opsrating income amaunted

to ¥4.6 billion {$37.6 million). Net income for the interim period was ¥1.0 billion ($8 3 willion), and\SRGA is on caurse T

show its first profit in six terms for the fuli fiscal year ending March 31, 2003. However}@ugh net salgs were highér
than our targets, profitability was lower than the forecasts we announced at the beginning of\the period%ﬂditioﬁe

have issued a revised outlook for the full fiscal year accompanying a revision in the number of@ftvv{e copies )/e expect

to sell in Consumer Business. We wish to express our sincerest regrets to our sharehoiders and others whio have pmvidm

their support for our activities for any inconvenience these revisions may cause.

By business segment, our Amusement Machine Sales segment posted revenues and operating income above
targets, as we introduced new and popular machines, including World Club Champion Football Serie A 2001-2002 and
Virtua Fighter 4 Evolution. In addition, our Amusement Center Operations reported performance above initially announced
targets and contributed to profitability. Nevertheless, in Consumer Business, we sold approximately 4.57 million copies,
which was regrettably below our anticipated volume of 6.2 million copies, and this segment reported an operating loss
for the interim periad.

Under our Structural Beform Plan, we are directing particular attention to reforms in Consumer Business, and, in addi-
tion to immediately addressing the problems that surfaced during the interim period under review, we are taking steps
to further accelerate the reform of these businesses in Japan, North America, and Europe. As a result, we anticipate
that our basic growth scenario in the Structural Reform Plan will remain unchanged. In the latter half of this fiscal year,
we are working to reach our targets for the full fiscal year, and all management and staff are uniting their efforts to
regain confidence. As we wark toward our objectives, we look forward to the continuing guidance and support of
our shareholders.
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Tetsu Ka{yama / / / /
€00 and Representativ/e Director  /

, /
/ / ///
in ConsumerBusiness, this is effectii)ely our fi/rét year for publishing software for the hard-
ware pﬂaﬂor\s of other compan/les In view of our sales performance during the period

V\Mnder rewew/a}ﬁ\condltlons in'the Japan/ese North American, and European markets, we
" "

have T regrettably decnded 10’ rewse our forecast for the second half of the fiscal year and

the full fiscal year
~— \///

@UT&@.K FOR THE SECOND HALF AND THE FULL FISCAL VEAR

&;:/

/SEGA/began the full-scale publishing of software for the hardware platforms of other companies dur-
" ing the latter half of the previous fiscal year, and the number of copies sold was especially favorable

during the January-to-March quarter of 2002. As a cansequence, we thought it would be possibie to
reach 20 million copies in sales for the current fiscal year. However, our confidence in the sales of
software for the multiplatforms of other companies and our expectations regarding the performance
of the SEGA Sports titles proved to be excessive. In addition, the problems related to business struc-
ture and the fact that this was effectively the first full fiscal year of publishing software for the multi-
platfarms of other companies combined to bring results below our initial expectations. Moreover, as

a result of concerns regarding weak consumer spending in the North Ame}ican market in the latter
half of this fiscal year, especially during the holiday season, the selectivity of consumers in choosing
products to purchase, the shortage of new titles, and expectations that the introduction of blockbuster
titles would be delayed into the next fiscal year unfortunately led us to reduce our target for software

sales to 12.6 milflion units.
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ISSUES TC BE ADDRESSED

The issues that emerged during the interim period under review were not just related to market condi-

tions and competition but also to structural business reforms and strengthening the product lineup as
SEGA proceeds with its Structural Reform Plan. Accordingly, we are accelerating the business reforms
that we have pursued thus far in our three main markets of Japan, North America, and Europe and are
taking steps to make immediate business reforms, with the understanding that the most important
task is working to expand sales volume. Looking forward, we will (1) lower our break-even point and
establish a business structure suited to this new cost structure as quickly as possible. Specific mea-
sures will include focusing and strengthening the management of our lineup of titles, reducing pro-
mation costs, and working to improve the profitability of the SEGA Sports titles and (2) expand sales
volume through a stronger title lineup, meaning, specifically, the development of the No. 1 and No. 2
titles in each genre and the creation of blockbuster titles, while also improving our R&D studios. Through
the implementation of these policies, we will work to achieve both qualitative and quantitative growth.
Unfortunately, we were obliged to conduct a thorough review of the strategies for Consumer Business,
which is the area of highest priarity under our Structural Reform Plan.

Nevertheless, as we have aimed for growth this time through the implementation of our muftiplat-
form strategy, we have become clearly aware of what is lacking and what aspects are in need of
improvement. Going forward, we will endeavor to attain the goals that are immediately ahead of us
during the current fiscal year. In addition, regarding the problems that became apparent at this time,
we will formulate solutions immediately and implement them step by step to attain growth in the next

fiscal year and beyond and recover the confidence af our shareholders, customers, and other parties.
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Akiral/l\(agai
Representative Director and Senior E/x'ecutive Officer

/
/

SEGA's Amusement Busifiess operations have céptured the No. 1 position in Japan. These
activities are progressing ahead of the targets in our Structural Reform Plan. As the front-
runner in the amysement ind}stry, we p/la/yto create new forms of amusement and go
beyond our own o rati/ous to act as th/;;/driving force to lead and revitalize the market

as a whole, while aiming for an o,vel:w/helmingly dominant share in this area.

AMUSENE @NTEF@ OPERATIONS
\_//mme//&mament Center Operations business, SEGA will work to enhance its strengths as the leading
company in the industry and aim for growth and expansion in market share. During the first half of the
interim period under review, customer numbers were affected by the 2002 FIFA World Cup soccer tour-
nament held in Japan and South Korea and by the hot summer weather. However, during the latter
half of the interim pericd, we introduced World Club Champion Football Serie A 2001-2002, Virtua
Fighter 4 Evolution, and other popular titles. This led to an increase in sales of 3% over the same peri-
od of the previous fiscal year, and sales for the full interim period remained firm at approximately the
same level as for the same period a year age. In addition, we opened 14 new facilities. During the lat-
ter half of the current fiscal year, following the strong performance in the first half, sales of existing

arcades are expected to continue above the previous year's levels, supported by World Club Champion
Football Serie A 20012002 and other titles.

| AMUSEMENT MACHINE SALES

" In Amusement Machine Sales, during the interim period, we continued offering a full lineup of prod-

y UCTS. One of the characteristics of the current amusement market is that customers tend to show inter-
¥ gt only in “good products;” however, because we offer the No. 1 items in each category, we intend to
drive toward further increases in market share. Among these products, World Club Champion Football
Serie A 2001-2002, with the added attraction of using trading cards, was a major hit with customers,

and the latest game in the Virtua Fighter series, Virtua Fighter 4 Evolution, also turned in a strong per-

formance, thus making a major contribution to net sales.
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Among overseas activities, although sales performances were above planned targets at the beginning
of the term, slight losses were reported in part because of progress toward reforms. In addition, in our
gaming operations in Europe, a delay in the introduction of certain titles owing to the shortage of euro
coins following the introduction of the euro and other factors led to market confusion, and we record-
ed an unexpected loss. Nevertheless, the appointment of a new management team and other mea-
sures are expected to result in a return to profitability from the next fiscal year onward. We will
continue to pursue further growth in all our operations around the world. In pursuit of the develop-
ment of new business models, during the latter half of the current fiscal year, we began to charge set
fees for MJ Netwaork Services, beginning in October 2002. Moreover, we will make effective use of
software development resources, including Triforce, a next-generation, professional, general-purpose,
three-dimensional computer graphics board, which we developed jointly with Nintendo Co., Ltd.,
and Namco Ltd., and introduce video games making use of Chihiro, which we develaped jointly with
Microsoft Corp. In addition, to expand our market share through our strategy of providing a full lineup,
which is one of our strengths, we plan to continue to introduce superior products in each category.

In the Amusement Business as a whole, our performance is progressing at a pace that will place us
above the targets we set in our Structural Reform Plan. Especially with regard to cash flows, we are
looking for & substantial increase, as the outlook is for strong sales of amusement machines in Japan;
also, we have reviewed our plans for new centers that were set at the time the Structural Reform Plan
was announced, and we expect to move forward with the establishment of a substantially larger num-
ber of strategic facilities. In addition, we will take advantage of synergies between hardware and soft-
ware by introducing popular titles along with amusement machine sales, and, by introducing these

titles at our own centers, we will enhance their customer-drawing power, with the overall aim

of boosting the Amusement Business.
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Shuni}:h/l Nakamura /
CFO and Senior Executive Officer

/

/ /
We made/chinges in our outlook followmg a/ ma|or review of performance in Consumer

Business. Wit regard to financial reform w/e have aimed to put in place systems for deal-
ing W|th all types of developments and, m our financial reforms, we are moving forward
with'a review of our mit}al ob|ectw/es/f/nd future policies.

GENERA‘E’IME@ EF%EEE@ASH FLOWS

\//

For the interim penod under review, cash flows provided by operating activities amounted to ¥8.4 bil-

lion and. cash)%ws provided by investing activities totaled ¥9.3 billion, bringing free cash flows to
\_//a@mﬁy ¥17 8 billion. We completed reforms in our financial position in the previous period,
\_«/ and, during the interim period, we are focusing on:

(1) generating free cash flows of ¥35.0 bitlion for the full fiscal year,

{2) reducing interest-bearing debt,

(3) conducting financing activities aimed at achieving positive net cash, and

{4) making preparations for the redemption of convertible bonds cutstanding.

REDUCING INTEREST-BEARING DEBT

At the end of the previous fiscal year, the balance of convertible bonds outstanding was ¥59.9 billion,
straight bonds outstanding amounted to ¥5.0 billion, and bank loans were ¥34.4 billion, thus bringing
total interest-bearing debt to ¥99.3 billion. During the interim period under review, as a result of the
redemption of straight bonds outstanding (¥5.0 billion), the repayment of bank loans, and the conver-
sion of convertible bonds, interest-bearing debt was reduced ta ¥83.7 hillion. We are forecasting an
outstanding balance of ¥56.8 billion in convertible bonds and ¥23.0 billion in bank loans; in addition,

by the end of the fiscal year, we will have reduced interest-bearing debt to ¥79.8 billion.
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FINANCING ACTIVITIES AIMED AT POSITIVE NET CASH

Cash and time deposits, which stood at ¥62.8 billion at the end of the previous fiscal year, declined
approximately ¥3.8 billion, to ¥53.0 hillion at the end of the interim period, as these funds were used
to amortize straight bonds and for other purposes. However, net cash {cash and time deposits minus
interest-bearing debt) amounted to a ¥36.6 billion deficit at the end of the previous fiscal year but
improved approximately ¥11.8 billion, to a ¥24.7 billion deficit at the end of the interim period. We

are forecasting cash and time deposits of ¥80.0 billion at the end of the current fiscal year, which
implies we will achieve a positive net cash flow during the current fiscal year.

PREPARING FOR THE REDEMPTION
0F CONVERTIBLE BONDS CUTSTANDING

The SEGA Group requires ¥40.0 billion in cash on hand for the smooth conduct of its operations. As

just mentioned, we are forecasting cash and time deposits of ¥80.0 billion at the end of the current fis-

cal year. Since the convertible bonds amounting to ¥50.0 billion must be redeemed by June 2004, we
must build our cash flows and sell donated assets to bring cash and time deposits to at Ieast ¥90.0 bil-
lion. With this level of cash and time deposits, we will be positioned to conduct our operations smooth-
ly even if all convertible bonds must be redeemed. We have prepared plans for financial reform with
the utmost attention to details. We expect to effectively achieve positive net cash, which we stated as
a goal at the beginning of the period, on schedule, and we are in sight of having the necessary funds
for redemption of our outstanding convertible bands by their maturity dates in June 2004. Thus, we
plan to move forward step by step under our Structural Reform Plan to achieve our financial reforms.

1]
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SEGA has been proceeding with the implementation of its Structural

Reform Plan, making efforts to improve its profitability through busi-
ness innovation and strengthening its financial structure through
financial reforms.

Regarding the Amusement Business, SEGA achieved its initial tar-
gets for both Amusement Machine Sales and Amusement Center
Operations. However, it fell far short of the initial targets set for the
Consumer Business.

Consclidated net sales for the interim period (of the year ending
March 31, 2003) were ¥35,144 million {a decrease of 2.7% compared
with the same period of the previous fiscal year). Of this amount,
domestic sales accounted for ¥80,326 million (up 3.2%), and overseas
sales accounted for ¥14,818 million {down 25.7%), resulting in oper-
ating incame of ¥4,607 million {a fall of 20.3%).

In addition, the Company recorded other income of ¥4,105 million,
inctuding a ¥3,076 million gain from the sale of investments in securi-
ties and ¥325 million from other, net, along with other expenses of
¥5,806 millien, including ¥2,682 mitlion in a loss from the disposal of
donated assets, ¥381 million in a loss on valuation of investments in
securities, and ¥677 million in provision for doubtful accounts. As
a result, net income for the period was ¥1,015 million. {The net loss

for the same period of the previous fiscal year was ¥20,871 million.)

SEGA has adopted the consolidated tax payment system, which
became available during the year under review.

As the Company is in the process of implementing structural

reforms, there will be no dividends paid for this period under review.

imanceibyBusinessocoments

Amusement Machine Sales

* Sales: ¥30,250 million {up 17.2% from the same period of the previ-
ous fiscal year)

¢ Operating income: ¥6,513 million

Domestic marketing operations yielded record sales far exceeding
initial targets by supplying products in all genres that included new
products, standard products, and prize products.

In particular, World Club Champion Football Serie A 2001-2002, an
innovative game that provides a new way of playing by utilizing trad-
ing cards, became a leading seller in the industry, contributing greatly
to eamnings.

The Company also greatly boosted sales by supplying popular prod-
ucts that stimulated the industry in each category, such as the video
game machine Virtua Fighter 4 Evolution, the medal game machine
Star Horse 2002, the prize game machine UFO Catcher 7, and the

sticker-printing machine Junshin Bisha.
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In the prize products market as well, SEGA boosted its earnings by

supplying attractive character goods and through the successful pur-
suit of collaboration with other companies.

In its overseas operations, the Company has been improving its
profitability steadily. However, its European gaming business record-
ed losses during the period due to the postponement of the release of
new models and titles as well as market confusion due to the intro-

duction of the euro.

Amusement Center Operations
» Sales: ¥34,904 million {down 0.2% from the same period of the pre-
vious fiscal year)
e Operating income: ¥4 564 million
Customers tended to stay away from amusement facilities for a while
until July 2002 due to the FIFA World Cup soccer events and hot sum-
mer weather. However, after August 2002, existing amusement facili-
ties saw a boost in sales in the wake of the introduction of SEGA's
World Club Champion Football Serie A 2001-2002 and Virtua Fighter
4 Evolution, which proved to be industry-leading products. its sales
remained at almost the same level as for the interim period of the
previous fiscal year.
During the period under review, the Company launched 14 new
amusement facilities, which recorded favorable sales trends. In par-

ticular, “Club SEGA Makuhari” is providing new services and has set

up an entire floor dedicated to "SEGA’s Stuffed Doll Shop,” which
provides prizes {through prize machines, such as UFQ Catchers, as
well as the sale of prize products themselves). The customer response

has been very favorable.

Consumer Business

e Sales: ¥29,990 million (down 19.0% from the same period of the
previous fiscal year)

e Operating loss: ¥5,148 million

The seles volume of software during the interim period was as fol-

lows: 20 titles and 810 thousand copies in Japan (initial targets: 23

titles and 1,140 thousand copies), 18 titles and 2,560 thousand copies

in North America (targets: 21 titles and 3,600 thousand copies), and 8

titles and 1,200 thousand copies in Europe {targets: 10 titles and

1,450 thousand copies), for a tatal of 46 titles and 4,570 thousand

copies (targets: 54 titles and 6,190 thousand copies).

The effects of the postponement of the release of some titles
scheduled for introduction during the interim period and discontinua-
tion of other titles led to a shortfall in sales of 240 thousand copies in
Japan, 260 thousand copies in North America, and 600 thousand
copies in Europe, for a total shortfall of 1,100 thousand copies.

In the domestic market, initial targets could not be met due to the
severe market conditions, although some titles did well, including

Phantasy Star Online Episode 1& IT for Nintendo GameCube.
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In the North American market, results fell far short of initial tar-
gets. In particular, SEGA Sports NFL 2K3, which won the Best Sports
Game Award at the E3 Show (Electronic Entertainment Expo), was
released on multiple platforms. Although initial shipments to retailers
were favorable, actual sales fell short of projections, and shipments
leveled off later in the period.

To increase the avaitability of NFL ZK3 amang a greater number of
users, the Company decided to revise the product’s price before the
holiday season, which is the year's biggest sales season. The naces-

sary accounting procedures were conducted during this period.

As for financial reform, SEGA has steadily been proceeding with the

recrganization and liquidation of assets through such measures as the
reorganization of investment and sale of investments in securities. In
addition, the Company's efforts to improve net cash {i.e., cash and
time deposits minus interest-bearing debt) are proceeding as planned
owing to an improvement in free cash flows and a reduction of

interest-bearing debt.

During the interim period, the Company was able to generate free
cash flows of ¥17,785 million (the total of cash flows provided by
operating activities of ¥8,442 million and those provided by invest-
ment activities of ¥9,343 million). SEGA reduced interest-bearing debt
¥15,617 million, to ¥83,636 million at the end of the interim period
(¥99,313 billion at the end of the previous fiscal year).

0f the assets donated by Mr. Okawa, ¥11,841 million were sold
during the period.

As a result, net debt at the end of the period was ¥24,718 million
(compared with ¥36,556 million at the end of the previous fiscal year),
an improvement of ¥11,837 million.

The Company has also revieAvved its banking relationships and
repaid in advance the entire amount of existing bank loans for the dis-
continued Dreamcast business and has implemented a new financing

palicy appropriate to the cash flows from each of its businesses.
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= T O DIRECTORS, AUDITORS, AND )

{As of September 30, 2002)

t , Directers and Aviiems |
Chairman Yoshiji Fukushima
President and Representative Director Hideki Sato
Representative Directors Tetsu Kayama
Akira Nagai
Directors Hisashi Suzuki
Masahiro Aozono
Muneaki Masuda
Standing Auditors Kazutada leda
Iwao Nishi
Auditors Kinsuke Miyazaki
Yoshiyasu Gemma
- — — - Disectors and Offears
Chief Operating Officer (CO0) Tetsu Kayama
Senior Executive Officer Akira Nagai
CFC and Senior Executive Officer Shunichi Nakamura
Executive Officers Keiji Mori
Masanao Maeda
Yasuo Tazoe
Hidekazu Yukawa
Yu Suzuki
Hisae Oguchi
Yuji Naka
Akira Sugano
Officers Shoichi Yamazaki

Takeshi Uehara
Tokinori Kaneyasu
Toshiya Tabata
Ryoichi Shiratsuchi
Hiroshi Yagi
Toshihiro Nagoshi
Masahiro Nakagawa
Hideaki Morishita
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CONSOQLIDATED BALANCE SHEETS (UNAUDITED)

SEGA CORPORATION and Consclidated Subsidiaries
As of March 31, 2002 and September 30, 2001 and 2002

Thousands of U.S.
Millions of yen dotlars (Note 1(1))
ASSETS 20019 2002.3 2002.9 2002.9
Current Assets:
Cash and time dePOSIS ......co..ev v et ¥ 74643 ¥ 62757 ¥ 58977 $ 480,856
Notes and accounts reCeIVADBIE ... 27,552 31,496 28,534 232,646
INVENTONIES (NOTB Z (8] ..o e 11,975 9,646 12171 99,234
Other CUITBNE ASSBLS ... oo 14,280 9,911 10,703 87,264
Less allowance for doubtful aCCOUNES.........ccovceviricer oot (2,367) (1.811) (1,671) (13,624)
TOtal CUITENMT ASSBLS ..o it 126,083 111,999 108,714 886,376
investments and Advances:
Investments in securities (Notes 2 {3} and 3).......o.cooviooiooce e 47,953 46,166 32,223 262,723
Other investments @10 aQVANCES ........c.cooviov oo 17.960 18,966 16,894 137,742
65,913 65,132 49,117 400,465
Less allowance for doubtful G000UNTS......o.ov e, (5,893) {7,595) (8,311) (67,762)
Total investments and adVANCES ..o e e s £0,020 57,537 40,806 332,703
Preperty and Equipment (Note 2 (5)):
Amusement machines and facilities ..o 24,175 26,868 29,759 242,634
Buildings and STTUCLUIES ... oo 38,555 38,681 39,538 322,364
HNIBT oottt et e, 17,417 15,838 15,350 125,153
80,141 81,387 84,647 630,151
Less accumulated depreciation.............c..coooooovoceiceeeee e (39,175) (43,828) (46,969) (382,352)
40,966 37.559 37,678 307,199
LN e e e e e 20,628 11,834 11,833 85,478
Total property and BQUIBMENT .........coo.oovoeviee oo 61,594 49,393 49,511 403,677
Fixed Leasehold Deposits ... 18,168 17,771 17,810 141,949
Deferred Charges and Intangible Assets (Note 2 (B)}...............cocoovviiiis 12,039 5,362 5,708 46,539
Excess Investment Costs over Net Assets of Consolidated Subsidiaries ............. 1,826 1,848 1,425 11,618
TOAI @SSELS ..ottt ¥279,730  ¥243,910 4223574 $1,822,862

The accompanying nates are an integral part of these statements.
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Millions of yen

Thousands of U.S.
dollars {Note 1{1})

LIABILITIES AND SHAREHCLDERS' EQUITY 2001.9 2002.3 20029 2002.9
Current Liabilities:
Short-term Bank [08NS ..o ¥ 16,886 ¥ 29,208 ¥ 3,186 $ 25976
Current portion of long-term debt (NOt@ 4} ...ooccooov oo, 57,637 6,741 5,280 43,049
Notes and accounts payable:
TR oo 24,231 19,282 16,780 136,812
ONBI e e 4,564 2,420 2,783 22,577
28,795 21,702 19,549 159,389
ACCTUBH BXPENMSES. ... oeetece ettt 12,895 17.883 12,549 102,316
INCOME TaXES PAYADIB ... 3,326 4,823 1,072 8,740
Other current HabHIHES........oovoe e 7,643 8,569 9,008 73,445
Total current lIaDilIties ........ooovoo o 127,182 88,926 50,844 412,815
Long-Term Liabilities:
Long-term debt{NOTE 4] ......cooooe oo 60,943 63,364 75,230 613,371
Accrued employees’ retirement BENEfits ... 3317 3414 3,643 28,751
Accrued retirement benefits for directors and corporate auditors ..................... 84 99 110 897
Deferred INCOME TAXES ...o.oe e e et 452 2,043 2,513 20,489
1,841 1,628 1,647 13,429
66,637 70,548 83,149 877,937
Minority Interest in Consolidated Subsidiaries ... 882 866 655 5,341
Shareholders’ Equity:
Common stock:
Authorized—=600 million shares at March 31, 2002
and September 30, 2001 and 2002
Issued—171,462,395 shares at September 30, 2001,
172,262,477 shares at March 31, 2002 and
174,945,027 shares at September 30,2002 .....cc..co.oovovvovivcer . 124,775 125,406 127,582 1,040,212
Additional paid-in CaPIAL ..ottt s 124,287 124,917 2171 17,701
Retained earnings (deficith ... (121,080) (118,038) 7,793 §3.539
Unrealized gain (loss) on other securities (Note 3} ... (486) 2,586 2,985 24,337
Adjustment on revaluation of land ... — {9,281) (9,281) (75,671)
Translation adjuStMent. ..o {8,822) (8,435) (8,510) (68,385)
Treasury Stock, 8t COSt.....o.coo.oovvoeroeeeeeee e . {33,645) {33,585) (33,614) (274,0564)
Total shareholders’ BQUITY ......covoviv v 85,028 83,570 83,126 726,569
Total liabilities, minority interest in
consolidated subsidiaries and shareholders’ equity.........c.cco.cooovvoiineenne, ¥279,730 ¥243910  ¥223,574 $1,822,862
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CONSOLIDATED STATEMENTS OF OPERATICNS (UNAUDITED)

SEGA CORPORATION and Consolidated Subsidiaries
For the six months ended September 30, 2001 and 2002

Thousands of U.S.
Millions of yen dollars (Note 1({1)}
2001.9 2002.9 20029
B SIES ... e b ¥97,793 ¥95,144 $775,736
oSt Of SBIBS ... e 67,821 68,663 559,829
GIOSS IO et e 28,972 25,481 215,307
Selling, General and Administrative Expenses ... 24192 21,874 178,345
OPBrating iNCOME ... oo oeoe s 5,780 4,607 37,562
Other Income (Expenses):
Interest and dividend income... 447 143 1.215
INTEIESt BXPENSE ..o oovoovoeeoe s e {1,156) (434) {3,539)
Net loss on sales or disposal of property and equipment.... (2,710) (243) (1,981)
Loss on valuation of investments in securities.................... (24,934) (981) {7,998)
Gain on donated assats from Mr. OKAWaA ... e 1,666 — —
Gain on sales of INVESTMENTS IN SBCUMTIES .........ovov oot 2,508 3,076 25,079
Net 1088 0N fOreign BXCNANGE ... ....oov. et (216) (553) (4,509)
Amortization of bond and NOtE ISSUB BXPENSES .......cv.vvieiveer et e (241 {236} (1,924)
Equity in gain {loss) of non-consolidated subsidiaries and affiliates..........cccoovviiviooeeiec (327) 555 4,525
Provision for doubtfUl BECOUNTS ... e — (677) (5,520)
ConsUMPLION taX BXBMPLEA ..o s 346 — —
Loss on settlement of donated assets from Mr. OKawa ........cooooooveoooco e — (2,682) (21,867)
L, N8 e e e e e 320 325 2,650
TOtal OthET BXDENSES ... oeoe et oo (24,296) (1,701) (13,869)
Income {loss} before income taxes and minority interest
in garnings of consolidated subSIAIANES ..o e, (18,516) 2,908 23,693
Income Taxes (Note 2 (8)):
(T =115 SO OP OO 1,854 865 7,052
DEIBITEA ..ottt e et s 398 997 8,129
2,252 1,862 15,181
Minaority Interest in Earnings of Consolidated Subsidiaries ... (103) (29) (235)
INEEINCOME (0SS ..o evr ettt e eer e ettt oo oo e ¥(20,871) ¥ 1,015 $ 8276
U.S. dollars
Yen w
20019 2002.9 20029
Per Share:
NEt INCOME 0SS DASIC ... ..o et ¥(141.60) ¥6.57 $0.05
CaSh QIVITBNAS ... e et — — —
Weighted average number of shares (in thousands) ..........ccccooceoeriieroer oo 147,395 154,519 154,519

The accampanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT) (UNAUDITED)

SEGA CORPORATION and Consatidated Subsidiaries
For the year ended March 31, 2002 and for the six months ended September 30, 2001 and 2002

Millions of yen

20018 2002.3
Deficit at Beginning of Period/Year. ... e ¥100,185 ¥100,185
Decrease inDefiCit ..o — —
Increase imDefiCit ... e 24 24
DIMEHOIS DOMUS oottt 24 24
Net Loss forthe Periof/Y ar ... et s 20,871 17.829
Accumulated Deficit at End of Period/Year ... ¥121,080 ¥118,038
Thousands of U.S.
Millions of yen dollars (Note 1{1))
2002.9 2002.9
Additional Paid-in Capital at Beginning of Period ... ¥124,917 $1,018,483
Increase in Additional Paid-in Capital ... 2,17 17,701
Conversion of CONVETHIBIE DONAS ...........o..oiviiees oot 1,548 12,621
StOCK OPHONS BXEICISEU........oooc e 623 5,080
Decrease in Additional Paid-in Capital...................c.cooooiii e 124,917 1,018,483
Transfer 10 retained BAMMINGS ..o oot ettt e 124,917 1,018,483
Accumulated Additional Paid-in Capital atEnd of Period ... 21N 17,701
Thausands of U.S.
Millions of yen dollars {Note 1(1}}
20029 2002.9
Retained Earnings (Deficit) ... ¥(118,038) $ (962,397)
Increase in Retained Earmings ... e 125,932 1,025,759
NET GaIN FOF TRE PETIOM ....cvit e ettt s 1,015 8,276
Transfer from additional paid-in CAPITALL..........coovvieo et 124,317 1,018,483
Decrease in Retained Earmings ..o e 101 823
DITBCIOTS  DONUS .....vo s et ettt e e b et 101 823
Accumulated Retained Earnings at End of Period 7,793 83,539

The accompanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASK FLOWS (UNAUDITED)

SEGA CORPORATION and Consolidated Subsidiaries
For the six months ended September 30, 2001 and 2002

Thousands of U.S.
Millions of yen dallars (Note 1(1))
20019 2002.9 2002.9
Cash Flows from Operating Activities:
Income (loss) before income taxes and minority interest in earnings of consolidated subsidiaries................ ¥(18,516) ¥ 2,908 $ 23,693
Adjustments for:
Depreciation and @mOMtiZAtION. ..........cccocevvviesie ettt 8,204 7.062 57,578
Transfer of amusement machines and facilities from investing activities (4,278) (2,773) (22,609)
Provision for doubtful CCOUNTS .....vveieiccs e e {2,230) 845 5,253
Increase in accrued employees’ retirement DenBfits ... 198 234 1,308
Interest and dividend INCOME..........oovoioeoeoee e (447) (149) (1,215)
IMEEIBST BXPENSE. .t evvieesvis et eoss e e st bbb sk 1,156 434 3539
Equity in (loss) gain of non-consolidated subsidiaries and affiliates..............cccoooooiiii . 327 (555} (4,525)
Amortization of excess investment costs over net assets of consolidated subsidiaries............... 294 83 677
Loss on sales or disposal of property and equipment ... 2,710 257 2,095
Gain on sales of investments in SECUTtiBS.......co.......... (2,509 (3.076) {25,079)
Loss on valuation of investments in securities.............. 24,934 281 7,998
Gain on donated assets from Mr. Okawa.......................... {1,666) — —
Loss on settlement of donated assets from Mr. Okawa — 2,682 21,867
Decrease {increase) in notes and accounts receivable ... {5,066) 1,602 13,062
{Increase] decrease in inventories ..., 4,428 (2,360) (19,242)
Decrease in notes and accounts payable .. {3,815) {926) (7,550)
ORI e e e e {5,129) (6,223) (50,738)
SUBTOTAL e e e ettt {1,405) 824 6,718
Interest and dividend received.........c.ccccoovovverveer v 366 216 1,761
INEEIEST PAIT ...t (1,268) (452) (3,689)
Payments for additional benefits for retirees............... 711 — —
Proceeds from donated assets from Mr. Okawa ..................... 1,204 — —_
Praceeds from settlement of donated assets from Mr. Okawa — 11,841 96,543
INCOME TAXES PAIA ... ettt o (764) (3.987) (32,507)
Net cash provided by (used in} OPErating aCtivities ..o oo s (2,578) 8442 68,830
Cash Flows {rom Investing Activities: .
Decrease in amount Of tiMe ABPOSIES ..........c..ovir oo — 10,000 81,533
Payments for purchases of property and equipment (1,944) (4,581) (37,350)
Proceeds from sales of property and equipment ..o iee oo 1,953 315 2,568
Payments for purchases of investments in securities (576) (39) (481)
Proceeds from sales of investments in securities ............. 4,695 4,268 34,738
Additional payments for consolidated subsidiaries — (50) (408)
Payments for advances ..........cc..oo.oovvoevecriceiees e (8) (158) (1,288)
Proceeds from collections of advances 8,189 234 1,908
Payments for fixed leasshold deposits (553} {1,107) {9,026)
Proceeds from collections of fixed leaseho!d deposits 1,145 828 8,751
OENBE e e (775) (347) (2,829)
Net cash provided by investing 8CHIVITIES .........ocooveivivis e 12,126 9,343 76,176
Cash Flows from Financing Activities:
Decrease in short-term bank 10aNS, NBL.........cc.oociiiioeeee e {21,349)  (25,706) (209,588)
Praceeds from long-term debt ........... 48,915 27,120 221,117
Repayment of long-term debt ... (189)  (13,614) (110,999)
Cash dividends Paid ..o, (19} (8) (65)
OBNBI e e 30 1,217 9,922
Net cash (used in) provided by financing @CiVILIES ..o 27,388 (10,391) (89,613)
Effect of Exchange Rate Changes on Cash and Cash Equivalents ..., (120) (577) (4,704)
Net Increase in Cash and Cash Equivalents............. 36,816 6.217 50,683
Cash and Cash Equivalents at Beginning of Period 37,633 52,751 430,094

Cash and Cash Equivalents at End of Period (NOte 2 (2)).................cccoonciicii e ¥74449  ¥58,968 $480,783

The accompanying notes are an integral part of this statement.
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CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

SEGA CORPORATION and Consolidated Subsidiaries
For the six months ended September 30, 2001 and 2002

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

(1) Basis of Presentation

The accompanying consolidated financial statements have been pre-
pared based on the accounts maintained by SEGA CORPORATION (the
“Company”) and its consolidated subsidiaries (collectively, "SEGA"} in
accardance with the provisions set forth in the Commercial Code of
Japan and the Securities and Exchange Law, and in conformity with
accounting principles and practices generally accepted in Japan,
which are different in certain respects as to application and disclosure
requirements from International Accounting Standards.

The consolidated financial statements are not intended to present
the consolidated financial position, results of operations and cash
flows in accordance with accounting principles and practices generally
accepted in countries and jurisdictions other than Japan.

The U.S. dollar amounts stated in the consolidated financial state-
ments are included solely for the convenience of readers outside

Japan. The rate of ¥122.65=US$1, the average rate of exchange as at
September 30, 2002, has been used for the purpose of such transia-
tions. These translations should not be construed as representations
that the Japanese yen amounts have been or could be converted into
U.S. dollars at that rate or any other rate.

(2) Significant Shareholder
The Company is an affiliate of CSK Corporation, Japan, which owned
38,149 thousand shares of common stock of the Company at March 31,
2002 and September 30, 2002, representing 22.7% and 22.4% of
shares outstanding at such dates.

There have been no material transactions or account balances
outstanding, other than the shareholdings, between the Company
and CSK Corporation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{1) Scope of Consolidation
The Company had 55 subsidiaries and 10 affiliates at September 30,
2002 (58 subsidiaries and 13 affiliates at March 31, 2002).

The consolidated financial statements include the accounts of the
Company and 46 of its subsidiaries (50 at March 31, 2002).

{2) Cash and Cash Equivalents

Cash and cash equivalents in the consolidated statements of cash
flows are composed of cash on hand, bank deposits able to be with-
drawn on demand and short-term investments with an original maturi-
ty of three months or less and which represent a minor risk of
fluctuations in value.

(3) Marketable and investment Securities

Securities are classified into four categories: trading securities, held-
to-maturity debt securities, investments in subsidiaries and affiliates
and other securities. Other securities for which market guotations are
available are stated at fair value. Net unrealized gains or losses on
these securities are reported as a separate item in the shareholders’
equity at a net-of-tax amount. Other securities for which market quota-
tions are unavailable are stated at cost.

(4) Inventories

Inventories held by the Company and its domestic consolidated sub-
sidiaries are stated at cost, as determined using the moving-average
method. Inventories held by the foreign consolidated subsidiaries are
mainly valued at the lower of cost, as determined by the first-in, first-
out method, or market value.

(5) Property and Equipment

Property and equipment, including significant renewals and improve-
ments, are carried at cost less depreciation. Maintenance and repairs,
including minor renewals and improvements, are charged to income as
incurred. Depreciation is computed primarily on the declining-balance
method at rates based on the estimated useful lives of the assets
which are prescribed by the Japanese income tax laws. When retired
or disposed of, the difference between the net book value and sales
proceeds is charged or credited to income.

(6) Deferred Charges
Debt issuance costs are amortized over three years.

(7) Intangible Assets

Amortization of intangible assets was computed using the straight-line
method. Amortization of software for self-use was computed using the
straight-line method over the estimated useful life of five years.

(8) Income Taxes

Income taxes of the Company and its domestic consolidated sub-
sidiaries consist of corporate income taxes, local inhabitants’ taxes
and enterprise taxes. Deferred income taxes are provided for tempo-
rary differences between the tex basis of assets and liabilities and
those as reported in the consolidated financial statements.

The Company filed a consolidated income tax return for the six
months ended September 30, 2002, whereas each of the domestic
consolidated subsidiaries filed a separate income tax return prior to
the period.

As a result, net gains for the period increased by ¥949 million
($7,737 million) as compared with the amounts based on the separate
income tax returns.
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(9) Finance Leases

Leases that transfer substantially all the risks and rewards of owner-
ship of the assets are accounted for as capital leases, except that
leases do not transfer ownership of the assets at the end of the lease

term are accounted for as operating leases, in accordance with
accounting principles and practices generally accepted in Japan.
All finance leases in overseas subsidiaries are accounted for as
finance leases and similarly accounted for as sales transactions.

3. MARKETABLE AND INVESTMENT SECURITIES

Cost, net unrealized gains or losses and fair value of marketable securities classified as investments in securities, as of March 31, 2002 and

September 30, 20071 and 2002 is summarized as follows:

Thousands of

Millions of yen U.S. dollars
20019 2002.3 2002.9 20029

Stocks:

D08t e e e ettt ¥27,696 ¥16,863 ¥14,858 $121,125

Carrying @amount (fair VaIUB). ......oovev oo 27,678 21,376 20,433 166,596

Unrealized gain (0SSNt ..o {18) 4513 5,577 45,471
Bonds and Debentures:

08t e e et et et e ¥ 838 ¥ 537 ¥ 537 $ 4,378

Carrying amount {fair valug) 734 526 471 3,840

UNIE@lized 10SS—N8T ........oe oot (104) (11) {66) (538)

The carrying amounts of non-marketable securities held at September 30, 2001, March 31, 2002 and September 30, 2002 were ¥5,721 million,
¥5,189 million, and ¥4,561 million ($37,187 thousand) for stocks and ¥200 million, ¥200 million and ¥0 million {$0 thousand) for bonds.

4. LONG-TERM DEBT

Long-term debt at March 31, 2002 and September 30, 2001 and 2002 consisted of the following:

Thousands aof

Millions of yen U.S. dollars
2001.9 2002.3 2002.9 2002.9

1.70% unsecured NOteS dUB 2007 .......o...ooiveoeeeeoeecee oo oo ¥ 5000 ¥ 5,000 ¥ — 8 —

2.00% unsecured notes due 2001 10,000 — — —

2.15% unsecured notes due 2001 10,000 — — —

2.27% unsecured notes due 2002 5,000 — — -

0.40% convertible bonds du@ 2006 ..o oo 10,863 9,908 6,807 55,439

Zero-coupcn convertible bonds dug 2004 ...........cocoi i 50,000 50,000 50,000 407,664

Unsecured loans, from banks due 2002 to 2010

with average interest of 1.9% per annum in 2002 and due 2002 to 2010

with average interest of 1.9% per six months in 2003 ..o 27,117 5,197 23,703 193,257

118,580 70,105 80,510 656,420

Less portion due WIthin ONE YBET.........cc.cc..oirieriiis et 57,637 6,741 5,280 43,049

¥60,943 ¥63,364 175,230 $613,371

The zero-coupon convertible bonds due 2004 were issued on June 18,
20071 for a principal amount of ¥50,000 million. The bonds are convert-
ible into shares of common stock of the Company at the current con-
version price of ¥2,398 per share effective July 2, 2001, The 0.4%

convertible bonds due 2006 were issued on February 17, 1999 for a
principal amount of ¥30,000 million. The bonds are convertible into
shares of common stock of the Company at the current conversion
price of ¥1,506.10 per share effective June 19, 2001.
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The aggregate annual maturities of long-term debt after September 30, 2002 are as follows:

Thousands of

Year ending September 30, Millions of yen U.S. dollars
2003 ettt ¥ 5,280 $ 43,050
2004 e e et et e 55,246 450,437
4,725 38,524

11,832 89,947

4,220 34,407

5. SEGMENT INFORMATION

(1) Business Segment Information

SEGA operates principally in the following business segments: amuse-

ment machine sales, amusement center operations and consumer

business.

Details of each segment of business are as follows:
Amusement machine sales:

Manufacturing and selling arcade video games, medal
games, prize games, vending machines, change machines,

Net sales of SEGA for the six months ended September 30, 2001 and 2002, classified by business segment, are summarized as follows:

IC boards and karacke machines
Amusement center operations:
Operating amusement centers
Consumer business:
Manufacturing and selling home video games, toys and
educational equipment, etc.

Millions of yen
Amusement Amusement
machine center Consumer Eliminations/

Six months ended September 30, 2001 sales operations business Corporate Total
Net sales to:

OULSIHE CUSTOMETS ©..oocvoo oot ee e e ¥25,816 ¥34 971 ¥37,006 ¥y — ¥97,793

Intersegment sales/transfers 10,007 — 4 {10,011) —
TOUB et 35,823 34,97 37.010 (10,011} 97,793
Cost of sales and OPErating BXPENSES .......o.ovvovvoeeeooeeeeeee oo 33,792 29,367 37,881 (9,027} 92,013
Operating income (10SS) ... ..o e ¥ 2,031 ¥ 5604 ¥ (871) ¥ (984) ¥ 5780

Millions of yen
Amusement Amusement
machine center Consumer Eliminations/

Six months ended September 30, 2002 sales operations business Corporate Total
Net sales to:

OULSIAR CUSTOMENS ..ot ¥34,904 ¥29,930 ¥ — 05,144

Intersegment sales/transfers 36 1 {8,584) —
TOUAE oo e e, 38,797 34,940 29,991 {8,584) 95,144
Cost of sales and 0perating EXPENSES .........covvvrvivrieoioescie e 32,284 30,376 35,139 (7.262) 80,537
0perating INCOME (10SS) .. ..ot ¥ 6513 ¥ 4,564 ¥(5,148) ¥(1,322) ¥ 4,607
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Thousands of U.S. dollars

Amusement Amusement
machine center Consumer Eliminations/

Six manths ended September 30, 2002 sales operations business Corporate Total
Net sales to:

OULSIOE CUSTOMETS .....cv oottt r e e $246,637 $284,582 $244,517 5 — $775,736

Intersegment sales/transfers 69,588 294 8 (69,988) —
TOTAL oot e 316,323 284,876 244,525 (69,988) 775,736
Cost of sales and 0perating BXPENSES ........cooovriovreveeeeeeeeeee oo 263,221 247,664 286,498 (59,209) 738,174
Operating iNCOME (I0SS) .......vvevoe oo $ 53,102 $ 37,212 $(41,973)  $(10,779)  $ 37,562

{2) Geagraphical Segment Information

Net sales of the Company for the six months ended September 30, 2001 and 2002, classified by geographical segment, are summarized as follows:

Millions of yen

North Consolidated
Six months ended September 30, 2001 Japan America Europe Total Eliminations total
Net sales to:
QUESIAR CUSTOMEBIS ..ooviee e, ¥77,847 ¥13,623 ¥6,329 ¥ 97,793 ¥ — ¥97.793
Intersegment sales/transfers ... 6,706 1,296 9 8,01 (8,011) —
TOMAl e e e 84,547 14,919 6,338 105,804 (8,011) 97.793
Cost of sales and operating eXpENSES ......c.oovooiieioevriiiieiee. 74,989 15,469 7,478 97,936 (5,923) 92,013
Operating income (10SS) ... ¥ 9,558 ¥ (550) ¥(1,740) ¥ 7.868 ¥(2,088) ¥ 5,780
Millions af yen
North Consolidated
Six months ended September 3G, 2002 Japan America Europe Total Eliminations total
Net sales to:
QOutside customers ¥80,326 ¥12,201 ¥2,617 ¥ 95,144 ¥ — 485,144
Intersegment sales/transfers 5,580 4,252 g 9,836 {9,836) —
TOTEL e e e 85,306 16,453 2,621 104,980 {9,836) 95,144
Cost of sales and operating eXpenses ..o oo . 77,849 19,078 3,204 99,771 (9,234) 80,537
Operating iNCOmME {108S) ......o..ov. oo ¥ 8,457 ¥(2,625) ¥ (623) ¥ 5,209 ¥ (602) ¥ 4,607
Thousands of U.S. dollars
North Consolidated
Six months ended September 30, 2002 Japan America Eurape Total Eliminations total
Net sales to:
OULSIAR CUSTOMBIS ... $554,921 $99,478 $21,337  $775,736 $ — $775,736
Intersegment $ales/transfers..........ccoocoevvorvvriscvvrsces s 45,435 34,668 33 80,196 (80,196) —
Total oo 700,416 134,146 21,370 855,932 (80,195} 775,736
Cost of sales and 0perating eXpENSES .........ccccvcovevevvvenreereennen, 631,464 155,548 26,443 813,461 (75,287) 738,174
Operating iINCOME (0SS) .. ....ovvooev e oo e $ 68952  $(21,402) $(5079) $ 4247 $ (4,209) $ 37,562
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{3) Overseas Sales Informatien
Overseas sales of the Company for the six months ended September 30, 2001 and 2002 are summarized as follows:

Millions of yen
Narth
Six months ended September 30, 2001 America Europe Other Total
OVBISBAS SAIBS ......cvvcee oottt et ettt ¥15,416 ¥7.375 ¥2,750 ¥25,541
CONSONAGTE NBE SALES ... oo ettt — — — 97,793
Ratio of overseas sales t0 consolidated SAES ... et 15.8% 7.5% 28% 26.1%
Millions of yen
North
Six months ended September 30, 2002 America Europe Other Total
OVEISBAS SAIBS ..o oo ¥12,682 ¥4,571 ¥1,498 ¥18,751
— — — 85,144
13.3% 4.8% 1.6% 19.7%
Thousands of U.S. dollars
Narth
Six months ended September 30, 2002 America Europe Other Total
OVBISEAS SAIES ...ttt eees st ee e et $103,400 $37,269 $12,213 $152,882
CONSOHAATEU NBE SIS ... oottt — — — 775,736
Ratio of overseas sales t0 consolidated SIS .......ovv ettt 13.3% 4.8% 1.6% 19.7%
6. SUMMARY OF DOMATED ASSETS FROM MR, OKAWA
Summary of Denated Assets to Be Settled
The following donated assets from Mr. Okawa are planned to be settled in the following years:
Thousands of
Millions of yen U.S. doltars
2002.3 2002.9 2002.9
BUIMINGS ... et ¥ 104 ¥ 102 $ 831
Land 279 279 2,275
INVESTMENTS 1N SBOUTITIES ...t ettt s st et 31,554 19,126 155,891
LONG-1ErM 08NS TECEIVABIE.......... oo ettt 1,900 1,800 15,491
ANowance for AoUBEUL ACCOUNTS ......c.ooi oottt e (700} (700) {5,707}
OHNEE INVESIMEITS ...t ee ettt ee et e ettt ee et n e et en e, 5814 4314 35,662
Other CUMTEINT HABITTIES ..o ettt ettt et {5,000} {5,000} (40,766)
T OB e e e et ettt ¥33,951 ¥20,075 $163,677
Summary of Losses on Settiement of Donated Assets
Gains and losses on settlement of donated assets from Mr. Okawa are summarized as follows:
Thousands of
Millions of yen U.S dollars
20029 2002.3
Gains 0N 58125 OF INVESTMENTS TN SBCUITIES ...ttt ee et emteee s ers s eersreees v ¥ 2 $ 16
Losses 0N valuation of INVESTMBNTS IN SEOUMTIES .. .. ..oi oottt ee et et (1,285) (10,477)
LOSSES IN INVESTMEBNT GSSOCIATION ..o et s e s ettt es e et en s e ens e (1,409) (11,488)
DENBE QAINS ... e ettt et et 10 82
T ettt et et ettt ¥(2,682) ${21,867)
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Gains and losses on the settlement of donated assets from Mr. Okawa on the consolidated statements of operations for the six menths ended
September 30, 2001 are classified as follows:

Millions of yen

2001.9
Other income (expenses)
BB INCOMIE 1.ttt ettt e ettt Bttt e ¥ 50
IIEBIBSE BRDEISE ... oot ee e ettt (49)
Gains on sales of investments in securities...... 1,017
Loss on valuation of investments in securities {20,488)
B, MY oo e oo e e e e ettt ettt e 380

Summary of Payment on Donated Assets
Proceeds from and payment on the donated assets from Mr. Okawa are as follows:

Thousands of

Millions of yen U.S. dollars

20029 2002.9
Proceeds from sales of INVESTMENTS IN SBOUMTIES ........o. oottt et 11,819 95,364
01 01T SO O OO OO SOOI 22 179
TO88L e et e e ettt ettt e e et 11,841 $98,543

Proceeds from and payment on the donated assets from Mr. Okawa on the consolidated statements of cash flows for the six months ended
September 30, 2001 are classified as follows:

Millions of yen

2001.9

Cash Flows from Operating Activities:

Interest and diVIBBNT TECEIVEU. ............ oo e oot ettt ¥ 8

Interest paid (49)

DERET PAYMIBNL. ..ot et {3,894)
Cash Flows from Investing Activities:

Proceeds from Sales Of INVESIMENTS IM SBOUMTIES .......o.. e oo ettt ettt et et ettt st 2,042

Proceeds from COMBCLIONS OF BAVANCES ... oo e e ettt ettt ettt 8,013

DAMIBT, MBL .ottt et ettt e ettt (42)
Cash Flows from Financing Activities:

Decrease in ShOrt-terM DANK I0ANS, NBL. ..o oottt ettt et eee ettt eeseres s eesees s ereraens (20,815)
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